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IBRD Loan to Brazil 


The International Bank for Reconstruction and Devel- 
opment on July 17 made a loan of US$7.3 million for 
electric power development in the State of Minas Gerais in 
Brazil. Power from the new plant will be used chiefly by 
manufacturing and mining industries in the State. The 
joint borrowers are the Centrais Eletricas de Minas Gerais 
and one of its operating subsidiaries, Companhia de 
Eletricidade do Alto Rio Grande. The loan is guaran- 
teed by the Government of Brazil. 

Centrais Eletricas de Minas Gerais (CEMIG) is a 
holding company, controlling the Rio Grande company 
and three other similar operating subsidiaries. The State 
of Minas Gerais will continue to hold the majority of 
CEMIG’s stock but, as a matter of policy, seeks to sell 
a minority of shares in both CEMIG and in the Rio 


Grande company to private investors. 


The project being financed with the help of the Bank’s 
loan includes the building of a dam across the Rio Grande 
River at Itutinga Falls, a power house with two 12,000 
kilowatt generating units, 130 kilometers of transmis- 
sion lines, and several substations. The plant is expected 
to begin operations in January 1955 and to be in full 
operation at the beginning of 1956. The total cost of the 
project is estimated to be the equivalent of US$16 million. 
The Bank’s loan will be used to pay the foreign exchange 
costs. The Itutinga project was prepared by the Joint 
Brazil-United States Economic Development Commission 
in cooperation with the State of Minas Gerais and the 


Rio Grande electric company. The Commission con- 
sidered the project to be of high priority in the economic 
development of Brazil. 

The Bank’s loan is for a term of 20 years, with interest 
at 5 per cent, including the 1 per cent commission which, 
under the Bank’s Articles of Agreement, is allocated to a 
special reserve. Amortization payments will begin on 
January 15, 1957. 

This is the Bank’s seventh loan for the economic devel- 
opment of Brazil, and brings total Bank lending there 
to $152.8 million. In 1949 and 1951, the Bank loaned 
a total of $90 million to the Brazilian Traction, Light 
and Power Company, Ltd., for the expansion of electric 
power and telephone facilities. In 1950, a loan of $15 mil- 
lion was made to the Companhia Hidro Eletrica do Sao 
Francisco for an electric power plant at Paulo Afonso 
Falls in northeastern Brazil. In 1952, the Comissio 
Estadual de Energia Eletrica borrowed $25 million for 
an electric power program being carried out in the State 
of Rio Grande do Sul. At the same time, a loan of 
$12.5 million was made for a priority rehabilitation pro- 
gram of the Central do Brasil Railroad, which is Brazil’s 
largest railway and serves the most highly industrialized 
centers. A loan of $3 million, made in April 1953, was 
for highway improvements in the State of Rio de Janeiro. 
Source: International Bank for Reconstruction and De- 

velopment, Press Release No. 328, Washington, 
D. C., July 17, 1953. 


Prepayment of IBRD Loans 


The International Bank for Reconstruction and De- 
velopment announced on July 17 the prepayment, five 
years before maturity, of six loans made in 1948 to four 
Netherlands shipping companies: Royal Rotterdam Lloyd, 
Nederland Line, Holland-America Line, and United 
Netherlands Navigation Company. The loans totaled 
$12 million, and the proceeds were used by the com- 
panies to purchase six cargo vessels which have been 
used in their intercontinental services. 

The loans were secured by mortgages on ships, and 
evidenced by 21% per cent serial mortgage notes guaran- 


Europe 
liberalization of Intra-European Trade 
The drive by OEEC for liberalization of intra-European 
trade from quantitative restrictions progressed further 


teed by the Kingdom of the Netherlands. In 1948 and 
1949, the Bank sold the entire issue, with its guarantee, 
to a group of U.S. commercial and savings banks. Half 
the notes were paid as due, and the 1954-58 maturities, 
recently held by banks both inside and outside the United 
States, have now been purchased by the shipping com- 
panies and canceled. 

Source: International Bank for Reconstruction and De- 


velopment, Press Release, No. 327, Washington, 
D. C., July 17, 1953. 


during the first half of 1953. As shown in the following 
table, the average liberalization percentage, calculated on 
the basis of 1948 imports on private account (1945 im- 
ports for Germany), rose from 66.8 at the end of 1952 
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(see this News Survey, Vol. V, p. 229) to 70.7 around 
the middle of 1953. 
End of 1952 Middle of 1953 
Austria .. .— — 


Belgium-Luxembourg ... 90 87.2 
Denmark 75 76 


Germany ....... fonts 90.1 


Iceland ..... ees — 

Ireland cchy 75.1 
Italy be 99.7 
Netherlands .... 92.3 
Norway aehe wis 75.1 
Portugal Ss Aeautise ahaa 92.4 
Sweden shia hd 91.4 
Switzerland ; 91.4 
Turkey ..... es os 

United Kingdom 58.5 


All OEEC countries 70.7 


A large part of the rise was due to the fact that the 
United Kingdom, which late in 1951 had reimposed re- 
strictions on a substantial part of its intra-European 
imports, again relaxed restrictions and raised its liberali- 
zation percentage from 46 to 58.5. Part of the increase 
in the average percentage resulted from the OEEC deci- 
sion of March 1953 to ask countries to take additional 
liberalization measures. Germany increased its liberali- 
zation percentage from 81 at the end of 1952 to 90.1 
and the Netherlands from 75 to 92.3. Austria, which as 
of July 1, 1953 assumed the obligations of full member- 
ship in EPU, has since that time taken the first liberaliza- 
tion measures amounting to 31 or 42 per cent of its 
intra-European imports on private account, depending 
on the basis chosen for the calculations. 

On the other hand Turkey, which at the end of 1952 
had liberalized 63 per cent of its intra-European imports, 
was forced to suspend liberalization measures during the 
first half of 1953. Greece and Iceland are still exempt 
from the liberalization requirements. France was forced 
at the beginning of 1952 to deliberalize its intra-European 
imports, and it has not yet been in a position to restore 
liberalization; the restrictions on its intra-European im- 
ports have been the largest single factor in holding down 
the average liberalization percentage for OEEC countries. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

July 14, 1953. 


United Kingdom Trade 

In the first half of the current year, the value of U.K. 
exports (f.o.b.) was £1,310 million, compared with 
£1,432 million in the same period of 1952. The decline 
én imports, however, has been more extensive, the total 
(c.i.f.) in the six-month period this year being £1,694 mil- 
lion, compared with £1,902 million a year earlier. There- 
fore, the total adverse trade balance fell to £384 million, 
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which was £86 million less than the deficit for the first 
half of 1952. 

Though the comparison with last year is satisfactory, 
the trend in the trade figures during the past two or three 
months has been somewhat disquieting. While exports 
in the second quarter of 1953 averaged £114 million a 
month higher than in the first quarter, the average figure 
for imports was £20 million higher. The relaxation of 
import restrictions introduced in the spring has only 
recently made its effect felt, and unless total exports rise 
the trade deficit in coming months may be accentuated. 
In recent months, the fall in exports to non-dollar coun- 
tries has been more than offset by an increase in those 
to dollar countries. The monthly average of exports to 
North America was £29.5 million in the second quarter 
of this year, or £5.5 million more than in the first quarter. 
Source: The Financial Times, London, England, July 14, 

1953. 


Economic Developments in France 


The implementation of a program of economic and 
financial recovery in France, outlined in a law published 
in the Journal Officiel of July 11, entails a revision of the 
1953 budget, and includes an increase in various indirect 
taxes (on alcohol, stamps, and petroleum products). The 
law also grants special powers to the Government to 
deal with various administrative and economic reforms 
(i.e., fix the conditions for promotion and retirement of 
civil servants, take measures in the field of construction, 
rent controls, and “special regimes” of social security, 
and amend economic and financial regulations applying 
to various agricultural and industrial products). The 
law of July 11 also contains a provision authorizing the 
Minister of Finance to negotiate and sign a convention 
with the Governor of the Bank of France and with the 
Director of the Caisse Autonome d’Amortissement (Sink- 
ing Fund Administration) with a view to increasing the 
amount of government borrowing from the Bank of 
France by 240 billion francs (this total includes 130 bil- 
lion francs already authorized by a June agreement; see 
this News Survey, Vol. VI, p. 2). The 240 billion francs 
will be refunded at the rate of 20 billion per quarter, 
beginning December 16, 1953. 

In connection with the investment program of the 
High Authority of the European Coal and Steel Com- 
munity, the French Coal Association (Charbonnages de 
France) has floated successfully a French loan of 19 bil- 
lion francs, and has been granted a loan of 60 million 
Swiss francs at 44% per cent by a consortium of Swiss 
banks with the guarantee of the Swiss Government and 
repayable in six to eight years. Several years ago a loan 
of US$10 million was made with a similar guarantee. 
In exchange for the new guarantee, the French Coal Asso- 
ciation, with the approval of the High Authority, has 
agreed to deliver to Switzerland 150,000 tons of coal 
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and 60,000 tons of coke without price discrimination 
(total Swiss coal imports in 1952 were 1,954,000 tons, 
and coke imports were 645,000 tons). These deliveries 
have to be made even during periods of coal shortage. 

The French Government has announced its intention 
of setting the controlled price of wheat for the current 
crop at 3,600 francs per quintal, the same price as last 
year. Although this is still above the world price, the 
decision, taken in spite of farmers’ protests, is considered 
by the Government to be a step toward internal price 
stabilization. Prices in general have continued stable 
and the indices of both wholesale and consumers prices 
have remained practically unchanged for the last few 
months. Industrial output since the beginning of the 
year has also remained stable at a level about 43 per cent 
above the 1938 level. 


Foreign trade developments in the first and second 
quarters of 1953 continued the trend toward a better 
trade balance, which started at the end of 1952. The 
over-all deficit for France vis-a-vis the rest of the world 
(including her own overseas territories) was equivalent 
to US$35 million in the second quarter and $113 million 
in the first quarter of 1953, against $164 million and 
$314 million for the corresponding periods of 1952. How- 
ever, the trade deficit with foreign countries alone, al- 
though decreasing, was still high: $130 million in the 
second quarter and $234 million in the first quarter of 
1953. Exports, helped by export subsidies, have con- 
tinued to increase gradually; the monthly average for 
the second quarter of 1953 was $221 million, against an 
average of $205 million for the first quarter of 1953 and 
$194 million for the first two quarters of 1952. Imports 
from foreign countries averaged $265 million per month 
in the second quarter of 1953 and $283 million in the 
first quarter; both these figures were higher than those 
for the second half of 1952, despite the intensification of 
import restrictions. 


Sources: Agence Economique et Financiére, Brussels, 
Belgium, June 24 and July 1 and 12, 1953; 
Le Monde, Paris, France, July 14 and 20, 1953. 


Norwegian Four-Year Plan 


The Norwegian long-term plan for 1954-57 is a pro- 
gram for expanding the economy at a rapid rate, main- 
taining full employment, and raising the standard of 
living. The plan includes gross investments of NKr 32 
billion (US$4.5 billion) during the four years, which 
means that investments will be held at the same level as in 
1953. These large investments will make possible sub- 
stantial increases in productive capacity. On the assump- 
tion that jnternational developments do not hinder Nor- 
wegian production, it would be possible to increase total 
consumption in Norway by some 15 per cent in that 


period. 


The Government has presented two alternatives for 
the possible use of resources during the four years. The 
first is based on the assumption of a 3 per cent annual 
increase in production and about the same terms of trade 
as the average for 1947-52, or some 5-10 per cent below 
the 1938 level. The second alternative assumes a slightly 
smaller increase in production. Under the first alterna- 
tive the gross national product will increase from 
NKr 22.76 billion to NKr 26 billion. 

On the assumption that prices are maintained at the 
level reached at the end of 1952, it is estimated that 
exports of goods should increase by NKr 500-600 million, 
or some 15 per cent, between 1953 and 1957. The 
tonnage of the merchant marine may be expected to in- 
crease by 25 per cent, and net freight earnings by 
NKr 700 million, to NKr 2.4 billion. This expansion 
in shipping and exports will be possible only if the 
world market provides the opportunities. A rise of only 
NKr 500 million, or 10 per cent, in imports is estimated, 
since import requirements can be reduced by an expan- 
sion of domestic production—for example, output by the 
steel mills now under construction (see this News Survey, 
Vol. V, p. 304). It is estimated that during the four- 
year period it should be possible to finance an import 
surplus of some NKr 1 billion (US$140 million). 

The Government intends to extend the present powers 
to regulate and control economic policy; in this way, and 
by new laws, banks, insurance companies, and private in- 
dustries will, as far as possible, follow the general direc- 
tions laid down by the Storting (Parliament). In the 
various international organizations, an important task for 
Norway is to obtain approval of the view that the obliga- 
tions to maintain full employment and to increase produc- 
tion shall be as binding as the obligations about limited 
use of certain trade and payments measures. If this 
view does not obtain general approval, Norway may 
have to carry out a policy of economic expansion alone, 
or together with a few other countries. It is recognized 
that there would then be a problem of balancing the 
external accounts. A small decline in foreign exchange 
earnings should be covered by the use of foreign ex- 
change reserves and by obtaining foreign loans. If 
these steps, together with selective monetary and fiscal 
steps, are not adequate, the question of increasing tariffs 
or introducing import restrictions will arise. 

The program aims at continuing the development of 
hydroelectric power resources, making possible increased 
rural electrification, and creating conditions for replac- 
ing a large share of domestic fuel consumption by electric 
heating during an estimated twelve-year period. By 
1957, the housing scarcity will be relieved chiefly in the 
cities and major industrial centers. At the same time, 
extensive building of new schools will be undertaken. 
Source: Norges Handels og Sj¢éfartstidende, Oslo, Nor- 

way, July 10, 1953. 
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Lowering of Interest Rates in Western Germany 

The lowering of the discount rate in Western Germany 
on June 11, from 4 per cent to 34% per cent, has led to a 
reduction in interest rates on deposits. As of July 1, 
the rate for demand deposits and that for time deposits 
for which notice of withdrawal is required were lowered. 
Because savings banks opposed the interest rate reduc- 
tion, the rate on time deposits without notice remains 
unchanged for the time being. 

The new interest rate structure means a narrowing of 
interest rate margins, and therefore a reduction in bank 
profitability. How far this can be compensated for by 
an increased volume of transactions remains to be seen. 
The previous lowering of the discount rate from 6 to 
4 per cent had already narrowed the margin to 2 per 
cent, compared with 3.4 per cent at the end of 1950 
and 3.2 per cent in 1933. Banking circles are now afraid 
that demand deposits will flow in increasing amounts 
into postal checking accounts and that time deposits 
will be transferred to the capital market. This situation 
might compel the banks to offer “grey” interest rates 
for certain deposits. Finally, although the discount rate 
has not in normal circumstances been less than 4 per cent 
since 1909, there is already talk of the possibility of 
further decline, since the mid-year banking date passed 
without serious strain. 

The liquidity of the money market, which is the basis 
for considering reductions in the discount rate, itself con- 
stitutes a problem. The surplus reserves, which represent 
demand in the money market, are held mainly by certain 
groups of public institutes, which hold a large part of 
the money that is ultimately to be transferred from the 
business sector to the public sector. From these insti- 
tutes comes a steady demand for securities, which cannot 
be satisfied. As long as the public institutes are not 
obliged to deposit these surplus reserves within the 
central banking system, thereby decreasing the liquidity 
of the money market, there is only one way out of the 
problem. The Bank deutscher Lander and the Land 
Central Banks will have to increase the supply of secur- 
ities on the money market. For this, open market policy 
equalization claims amounting to DM 6-8 billion could 
be used. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
July 10, 1953. 


Offshore Procurement Orders in Italy 


According to unofficial sources, U.S. offshore procure- 
ment orders in Italy for the fiscal year July 1952-June 
1953 amounted to over $230 million; for the two fiscal 
years 1951-52 and 1952-53, orders totaled $378 million. 
These orders will ensure work for certain sectors of 
industry through 1955, amounting to a total of 85 mil- 
lion workdays. 

The 1952-53 orders are distributed among the different 
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sectors of production as follows: 62 per cent to the am. 
munition sector; 20 per cent to the naval sector; 11 per 
cent to the aeronautical sector; and 7 per cent for such 
products as electronics products, tugboats, and spare 
parts for arms. 

A larger amount of offshore procurement orders would 
result in an increase in activity in certain sectors of Italian 
industry, such as machinery, which are running at only 
20 to 30 per cent of capacity. Utilization of this potential 
by larger U.S. orders would help improve the Italian 
balance of payments, which has been deteriorating 
steadily. 


Source: /I Sole, Milan, Italy, July 9, 1953. 


Far East 


Banking Trends in India During 1952 


The Reserve Bank of India, in its recently published 
Report on the Trend and Progress of Banking in India, 
states that a reduction in the volume of bank credit, 
representing the readjustment of the banking system to 
the new monetary policy and thus serving to reduce the 
strain on the system, was the most important banking 
development of 1952. This contractionary tendency, 
reflected in a relatively moderate expansion of credit in 
the busy season of both 1951-52 and 1952-53, and a 
greater contraction in the slack season of 1952-53, was 
a result partly of the new monetary policy and partly of 
the fall in prices and the lower level of foreign trade. 
The contraction in bank credit of the order of Rs 690 mil- 
lion, against an expansion of Rs 1,090 million in 1951, 
had a salutary effect on prices, which had risen to 
abnormal levels during the period following the outbreak 
of the Korean war. 

A substantial reduction in the volume of outstanding 
bank advances was the result of higher lending rates and 
a closer scrutiny of loan applications. Legitimate credit 
needs were well satisfied, however; and whenever neces- 
sary, as in the case of imported cotton and tea planta- 
tions, the Reserve Bank, in consultation with the Govern- 
ment, devised specific measures to enable banks to extend 
the required credit facilities. 

Finance to meet seasonal requirements was provided 
by the Reserve Bank under a new bill market scheme and 
by advances against government securities. However, 
it appears that in view of the restricted demand for 
funds, banks did not have to avail themselves of central 
bank credit to the same extent as previously. On the 
other hand, a change in the open market policy, com- 
bined with relatively low holdings of government secur- 
ities, made it unprofitable for banks to liquidate their 
portfolios as before, and thus restored initiative to the 
Reserve Bank in the implementation of its policies. 

Scheduled bank holdings of government securities in- 
creased during the year by Rs 170 million, against a 
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reduction of Rs 510 million in 1951. This increase is 
accounted for mainly by subscriptions to Treasury bills, 
issues of which commenced in September 1952. The rise 
in the proportion of short-term security holdings is 
explained as a reaction to the new monetary policy. 

Total deposit liabilities of scheduled banks fell by 
Rs 50 million, reflecting a marked decline in demand 
deposits; time deposits increased by Rs 260 million dur- 
ing the year. 

Gross earnings of 18 larger banks increased by Rs 210 
million, mainly because of higher earnings through dis- 
counts and interest, but their net profits fell by Rs 520 
million, as a result of the rise in interest paid on deposits. 

The number of scheduled bank offices increased by 
25, while that of nonscheduled bank offices declined 
further as many of them ceased to transact banking 
business owing to their inability to comply with some of 
the provisions of the Banking Companies Act, such as 
those relating to minimum capital and the prohibition of 
nonbanking business. Strenuous efforts continued to be 
made to increase the facilities provided by cooperative 
banks. The authorities are considering the establishment 
of cooperative “apex” banks in states where they do not 
exist. 

The application of Banking Companies Rules were 
further extended during the year, so that they now 
apply to the entire country. 

Sources: The Times of India, Bombay, India, July 6, 
1953; Embassy of India, /ndiagram, Washing- 
ton, D. C., July 8, 1953. 


Indian Imports of Food Grains 


The target of imports of food grains into India during 
the year 1953, which was set first at 2.9 million tons and 
later at 2.5 million tons, is likely to be reduced further, 
to 2.1 million tons. This has been made possible by a 
fairly sound stock position (2.3 million tons), a gen- 
erally good harvest (see this News Survey, Vol. V, 
p. 377), and an improved rice position. 

Of the 2.1 million tons planned, 1.3 million had been 
imported through the end of May. These imports con- 
sisted of 1 million tons of wheat, 183,000 tons of rice, 
and 100,000 tons of milo. Of the 1 million tons of 
wheat, 800,000 tons form part of the minimum of 1.5 mil- 
lion tons which India has contracted to buy under the 
International Wheat Agreement, and 170,000 tons have 
been received from Argentina as part of the Indo- 
Argentine Jute-Wheat Barter Agreement signed last year. 
Of the 183,000 tons of rice imported, 150,000 tons have 
been received from Burma, 23,000 from Pakistan, and 
10,000 from Ceylon. The receipts from the last two 
countries represent repayment of rice loans extended to 
them by India last year. 

The grains received thus far, together with the remain- 
ing 780,000 tons of wheat contracted to be purchased 
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under the International Wheat Agreement and from 
Argentina, will bring total grain imports to the 2.1 mil- 
lion tons planned. 


Source: The Times of India, Bombay, India, July 5, 1953. 


Ceylon’s Land Development Program 

A total of 52,100 acres of land in Ceylon was trans- 
ferred to the peasants between 1947 and 1952 under the 
Government’s land development program; 33,400 acres 
was paddy land and 18,700 acres was garden land. The 
Gal Oya Project also eventually will develop 65,600 acres 
of new land. 


Source: Government of Ceylon Information Department, 
Ceylon News Letter, Colombo, Ceylon, June 20, 
1953. 


Relaxation of Ban on Certain Exports from Thailand 


Thailand’s Ministry of Economic Affairs has announced 
its decision to permit the export of timber and hides, 
which had formerly been banned. Quotas for timber 
exports will be issued from time to time; at present, the 
quota for maiyang is fixed at 10,000 cubic meters, and 
for other kinds of timber, at 5,000 cubic meters. 

The Ministry has issued permits to export 2,500 tons 
of hides now in stock. The ban has not been lifted 
entirely, because if it were, local leather prices would 
increase considerably and more cattle would be stolen 
and slaughtered for their hides. 

Sources: Far East Trader, New York, N. Y., July 1 and 
15, 1953. 


Revision of Thailand’s Land Tax 


Thailand’s Council of Ministers has instructed the 
Ministry of Finance to revise its tax policy and reduce 
land taxes. Retroactive to the beginning of this year 
owners of 21% acres of land, all of which is located 
within the same district, will be exempt from land taxes. 


Source: Far East Trader, New York, N. Y., July 15, 1953. 


Decontrol of Cotton and Yarn in Taiwan 


The Central Government of Taiwan as of July 1 lifted 
controls on trade in raw cotton and cotton yarn. How- 
ever, in order to afford reasonable protection to the 
growing textile industry, the Government is not consider- 
ing lifting the ban on the importation of textile goods. 
Cotton piece goods imports will still be restricted to 
limited quotas. To remedy local surplus cotton yarn 
production, the Government will subsidize exports of fine 
yarns by local mills. Current plans call for setting aside 
60,000 spindles for the spinning of yarns for export; 
proceeds from such yarns sold in foreign markets would, 
in turn, be used to buy raw cotton for Taiwan. 

It is reported from Taipei that textile spindles in 
operation in May totaled 156,986, compared with only 
10,000 at the end of 1949, and that production of cotton 
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yarn in May amounted to 9,562 bales (of approximately 

400 pounds each). (See also this News Survey, Vol. V, 

p. 385.) 

Sources: The Central Daily News of Taiwan, New York, 
N. Y., July 1 and 8, 1953. 


Free Gold Sales in Japan 

Beginning August 1, 1953, the free sale of gold will 
be permitted in Japan for the first time in 16 years. 
One third of the gold produced in Japan will be purchased 
by the Government, and the remainder will be available 
for free sale. The Japanese Finance Ministry and the 
Ministry of International Trade and Industry are re- 
ported to believe that, for the time being, about 170,398 
ounces will be available for free sale annually, at a price 
that will not exceed the present black market price of the 
equivalent of US$51.84 per ounce. The present govern- 
ment purchase price is $35 per ounce, and gold is sold 
back to the producers at a price of $35.17. The pro- 
ducers sell it to the processors at $44.24 per ounce. 

Present gold stocks held by the Government amount 
to 488,691 ounces. The production target for the current 
year is 257,206 ounces, or 32,151 ounces more than the 
output realized last year. The largest annual gold output 
was in 1940 when 864,854 ounces were produced. 
Source: The Nippon Times, Tokyo, Japan, July 8, 1953. 


Japan's Foreign Exchange Deficit 

Japan’s foreign exchange transactions for the first half 
of 1953 showed a deficit of $140 million, against a 
surplus of $325 million in the same period last year and 
a deficit of $11 million in the second half of 1952. 
Receipts this year were $1,011 million, and payments 
were $1,151 million. 

Exports in the six months, January-June 1953, 
amounted to about $561 million, a decrease of $150 mil- 
lion from the same period in 1952. Exports to the 
sterling area fell from $375 million in the first half 
of last year to $158 million this year. Shipments to the 
dollar area increased by $75 million, to $250 million, 
and amounted to 44 per cent of total Japanese exports. 
Open account area exports, at $152 million, were only 
$6 million less than in the first six months of 1952. 


Source: The Nippon Times, Tokyo, Japan, July 11, 1953. 


United States and Canada 
U.S. Economic Activity 


U.S. output, consumption, and investment reached 
record levels in the second quarter of 1953, according to 


a report of the Department of Commerce. Since con- 
sumer prices have been relatively stable over the past 
year, both incomes and real purchasing power in June 
were about 8 per cent higher than a year earlier. 
The chief evidences of weakness in the economy are 
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the continued decline in farm incomes and the reduced 
demand for durable goods. Output of durable goods 
was reduced 10-15 per cent in May, as inventories ac- 
cumulated at both the manufacturing and trade levels, 
The most substantial reductions occurred in home 
laundry equipment and in television output, with smaller 
declines for other appliances. 


Source: The Journal of Commerce, New York, N. Y., 
July 21, 1953. 


Investment Outlays in Canada During 1953 


New fixed capital investment in Canada during 1953 
is expected to reach $5,564 million, an increase of $442 
million or 9 per cent in both value and volume over 1952. 
Expenditures on housing and distributive facilities are 
expected to rise by $142 million and $131 million, re- 
spectively, while heavy additional outlays are also 
scheduled for the mining (including oil wells) and 
utilities groups and for institutional services. Invest- 
ment in manufacturing industry is expected to rise by 
$14 million, a small decline in expenditures by heavy 


FOURTH ANNUAL REPORT ON 
EXCHANGE RESTRICTIONS 


This Report is the fourth in a series prepared in 
accordance with the provisions of the Fund’s Articles 
of Agreement. The first part of the Report contains 
the results of the Fund’s consultations during 1952 
with various member countries on the subject of 
the further retention of their exchange restrictions, 
considers the consultation program for 1953, and 
summarizes other Fund activity in the field of re- 
strictions. The second part commences with a general 
review of developments in restrictions during 1952 
and early 1953. It first deals with these in terms of 
world-wide tendencies, and then reviews briefly sig- 
nificant developments in restrictions in various 
countries throughout the world. A series of country 
surveys covering the exchange controls and restric- 
tions of 47 member countries and of 7 nonmember 
countries is also presented. These surveys describe 
the origin and essential features of each country’s 
exchange control and give a brief description of the 
exchange rate system, of the authorities which ad- 
minister the controls, of special arrangements gov- 
erning foreign receipts and payments, and of the 
operations of nonresident accounts. This is followed 
by an outline of the requirements affecting payments 
for imports, exports, “invisibles”, and capital items, 
and a chronological listing of the more significant 
changes in exchange practices which took place 
during 1952. 

The Report is available without charge. Requests 
should be addressed to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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industry being offset by expansion elsewhere; this repre- 
sents a revision of earlier estimates which provided for a 
reduction in this field. Outlays by government depart- 
ments will show virtually no change, while reductions 
are expected in the agricultural and construction groups. 
(All figures are in Canadian dollars.) 

Source: Department of Trade and Commerce, Press Re- 

lease, Ottawa, Canada, July 8, 1953. 


Latin America 


Rehabilitation Tax in Colombia 

An additional tax, to be paid only once and equivalent 
to 20 per cent of the income taxes paid or to be paid 
in 1952, was established in Colombia on July 16. The 
tax affects persons who paid income taxes of more than 
10,000 pesos in 1952 (i.e., less than 3,000 of the 140,000 
payers of income tax). It is expected that the tax will 
yield 38 million pesos, which will be spent to return to 
their lands those persons who have been displaced for 
political reasons. 


Source: La Prensa, New York, N. Y., July 18, 1953. 


Ecuadoran Development Bond Issve 


A recently published decree of the Government of 
Ecuador authorizes the national development banks, 
mortgage banks, and commercial banks that conduct 
mortgage business to issue 10-year mortgage bonds up 
to a total amount of 150 million sucres, with interest at 
8 per cent per annum. The total issue is to be spread 
in four equal parts over the years 1953-56. Loans granted 
under this scheme are to be used for increasing agricul- 
tural production, for irrigation, reforestation, and other 
improvements, and for the importation of industrial 
machinery and equipment (see this News Survey, Vol. V, 
p. 131). 

The Bonds Stabilization Fund of the Central Bank is 
authorized, in certain circumstances, to buy and resell 
these mortgage bonds at par; and national and foreign 
insurance companies are permitted to invest in them at 
least 25 per cent of any annual increase in their com- 
puted reserves. 

Source: Bank of London & South America, Fortnightly 
Review, London, England, June 27, 1953. 


Export-Import Bank Loan te Peru 

The Export-Import Bank of Washington announced 
on July 16 a loan of US$2.5 million to the Marcona 
Mining Company in Peru. The interest rate will be 
6 per cent, the highest rate the Bank has charged for 
this type of loan. In 1938, 6 per cent was charged on 


small exporter-importer credits granted under a special 
revolving fund. 
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The recent loan will aid the mining company in financ- 
ing the production of iron ore from deposits in Southern 
Peru which the company is developing under a conces- 
sion from the Peruvian Government. The loan will 
mature in 314 years and will be repaid in 5 semiannual 
installments beginning July 1, 1954. The loan is not 
guaranteed by the Peruvian Government. The ore 
deposits are said to contain a large amount of high-grade 
iron ore. The ore will be purchased mostly by steel mills 
in the United States, production and shipment having 
already begun on a limited basis. 


Sources: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., July 16, 1953; 
The Journal of Commerce, New York, N. Y., 
July 17, 1953. 


Simplification of Chile’s Selling Rate Structure 


Decree No. 741 of the Chilean Government, published 
on July 7, established that, in the future, all outward 
transfers for nontrade items listed in the current exchange 
budget shall, with a few minor exceptions, be made at 
the banking free market rate of 110 pesos per U.S. dollar. 

Decree No. 742, published on the same day, established 
that from that date the importation of most goods listed 
in the current exchange budget shall be effected at the 
banking free market rate. The revision of the rate 
applies to large amounts of private imports, such as 
sugar and newsprint, previously effected at the rate of 
31 pesos per U.S. dollar, or to such imports as raw 
cotton, diesel and fuel oils, wheat, kerosene, cellulose, 
tractors and accessory equipment, tea, yerba maté, and 
oilseeds, previously effected at the rate of 60 pesos per 
U.S. dollar. 


Source: Diario Oficial, Santiago, Chile, July 7, 1953. 


Other Countries 


Relaxation of Australian Import Restrictions 


The Australian Cabinet has decided to relax import 
controls, beginning July 1, by increasing the percentage 
of import admissions from 70 to 80 per cent of 1950-51 
imports for category “A” goods (essential, mostly pro- 
ducers’ goods) and from 30 to 40 per cent of 1950-51 
imports for category “B” goods (less. essential, mostly 


durable consumers’ goods). The Commonwealth Trea- 
surer, Sir Arthur Fadden, stated that this decision repre- 
sented another step, in line with Australia’s policy, to 
remove import restrictions as the balance of payments 
position improved. This is the second time that a general 
relaxation has been announced since severe restrictions 
were imposed in March 1952 (see this News Survey, 
Vol. V, p. 268). The recent decision, together with 
administratively applied relaxations which had begun in 
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November 1952, and the reduction in restrictions of 
February of this year, will permit an expansion of about 
£A 175 million per annum in Australiat imports. 

For the year 1952-53 there was an export surplus of 
£A 358 million (including gold exports), compared with 
an import surplus of £A 350 million (including gold) 
the year before. Because of a considerable time lag 
between the date at which import restrictions are relaxed 
and that at which the corresponding imports arrive, the 
import figures for 1952-53 do not show an increase above 
the £A 500 million (half the level of 1952-53) at which 
the March 1952 restrictions had aimed. Exports in 
1952-53, at £A 872 million, were 25 per cent above 
1951-52 exports, mainly because of a substantial rise in 
wool exports. Australia’s foreign exchange reserves, 
which had been at the low level of £A 360 million in 
June 1952, were well above £A 500 million a year later. 

The recent relaxations apply to non-dollar, non- 
Japanese imports only. But the announcement was fol- 
lowed by an official statement that 25 items are to be 
added to the list of admissible imports from Japan. 
Japanese imports have been severely restricted since 
March 1952, while exports to Japan have increased 
rapidly, so that in the year 1952-53 exports were £A 85 
million while imports were only £A 5 million. Japan had 
thus become Australia’s second best customer, a position 
increasingly threatened by the Japanese sterling shortage 
which developed during the year. 

Source: Australian Financial Review, Sydney, Australia, 


July 9, 1953. 


Australian Banking 

The Commonwealth Trading Bank of Australia, estab- 
lished under the amending legislation introduced by the 
Commonwealth Government last February (see this News 
Survey, Vol. V, p. 276), and now passed through Parlia- 
ment, will take the place of the General Banking Division 
of the Commonwealth Bank, and will be subject to central 
bank controls in the same way as the other Australian 
trading banks. The general manager of the new bank 
will be subject to the direction of the Governor and 
Board of the Commonwealth Bank, and the bank will 
therefore still be an integral part of the Commonwealth 
Bank. 

The new legislation gives the trading banks greater 
protection against arbitrary action, and their investments 
in government securities will no longer be subject to the 
Commonwealth Bank’s approval. The Commonwealth 
Bank, however, retains detailed powers, some of which 
are not being used at present, to determine selective 
advance policy, to fix interest rates, and to mobilize 
foreign currency reserves. 


Source: Bank of New South Wales, Review, Sydney, 
Australia, May 1953. 
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Australian 1952-53 Budget 


The Treasurer of the Commonwealth of Australia has 
announced that the Commonwealth budget (the Con- 
solidated Revenue Fund) for 1952-53 ended with a 
surplus of £A 13.5 million. The surplus was achieved 
despite the fact that expenditures exceeded the budget 
estimates by £A 15.9 million. There were some reduc- 
tions in post office, public works, and general depart. 
mental expenditures, but defense and related expendi- 
tures exceeded the estimates by £A 23 million (see this 
News Survey, Vol. V, p. 55). Revenue, however, was 
£A 28.5 million larger than was estimated when the 
budget was presented, customs, excise, and income tax 
collections all having exceeded the estimates. 

Nevertheless, the Treasurer reported, the Common. 
wealth had recourse to short-term bank credit (through 
the issue of Treasury bills) to the extent of £A 72 mil. 
lion. This was because Commonwealth bond flotations, 
at £A 52 million, were insufficient to meet the Common- 
wealth’s commitments of funds for public works expendi- 
tures by the State (about £A 185 million), even after 
making allowance for the use of the current budget 
surplus, various trust fund balances, and the local cur- 
rency counterpart of drawings on the IBRD loan (see 
this News Survey, Vol. V, p. 10) for this purpose. 
Source: Australian Financial Review, Sydney, Australia, 

July 9, 1953. 


Angola’s Ten-Year Plan 


The ten-year plan for Angola, for which the 1953 
budget contemplates expenditures of 412 million 
angolares, is directed mainly toward the development 
of agriculture and trade. The harbors of Luanda, Lobito, 
and Mossamedes are to be expanded, and railway com- 
munications with these ports are to be improved. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

June 27, 1953. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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